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DEFENSE CONTRACT AUDIT AGENCY
"Contrary to Weinberger’s assurances, the Defense Contract Audit Agency (DCAA)
is not doing an effective job of insuring that taxpayers' dollars are
well spent on defense," according to a 6/13/84 statement from Sen. William
V. Roth, Jr. (R-DE), Chairman, Committee on Governmental Affairs. Sen.
Roth, according to the statement, was responding to a 4/12/84 letter frcm
Defense Secretary Weinberger in which the Defense Secretary "asserted
that DCAA is doing far more right than wrong." Roth said, "I cannot agree
with that assessment. The hearings of my Committee recently held on the
management of DCAA revealed a wide range of management weaknesses, including
problems in gaining access to contractors' records and excessive use of
'qualified' audit reports, or reports based on incomplete information."
Roth went on to say, "From all that I have seen, DCAA has many dedicated
and capable field auditors. However, they are not receiving the support
of top level management in many cases because these officials are too
often concerned with maintaining a smooth, harmonious relationship with
contractors and procurement officials."
FEDERAL HOME LOAN BANK BOARD
Final rules which include procedures for the suspension or debarment of profes
sionals such as accountants and attorneys from practice before the Federal
Home Loan Bank Board were adopted by the Board,6/14/84. The rules, ac
cording to one of the Board's Enforcement Division attorneys, Marianne
Roche, were designed to address the problem of audit reports and securities
filings which fail to comply with applicable statutory and regulatory re
quirements or accepted professional practices. Ms. Roche also pointed to
theft of FHLBB legal documents by outside attorneys. Debarment or suspension,
according to the Board, will be warranted where a person intentionally files
false information or otherwise engages in unethical, dishonest or unprofes
sional conduct before the Board or who violates the Board's laws or regula
tions. Mistakes or disagreements, said Ms. Roche, such as a controversy
concerning the proper accounting method in a given situation, would not
be actionable under the rules. An action could be instituted, however,
against an entire law or accounting firm as well as an individual. The
Board decided to make the rule effective immediately rather than on 7/18/84,
as stated in the draft. Comments will be accepted, however, until 8/17/84.
Board member Donald Hovde noted that each of the professions already has
standards of practice and codes of ethics. "We are saying here today that
those standards are meaningless... "he stated, and, "this is a truly sad
commentary on that arena." Mr. Hovde continued, "If it must be a final
rule...I hope that after August 17 we carefully review the comment letters
to see if we've done the right thing...." For additional information con
tact Rosemary Stewart at 202/377-6437.
INTERSTATE COMMERCE COMMISSION
Revisions to the Uniform System of Accounts for Railroads were proposed re
cently by the ICC (see the 6/14/84 Fed. Reg., pp. 24554-24579). These
revisions incorporate accounting interpretations, recommendations and
refinements which are intended, according to the ICC, to improve the
overall usefulness of the Uniform System of Accounts. The proposed
changes include certain refinements to comply with generally accepted
accounting principles (GAAP) , to amplify instructions or account texts
for clarity or to introduce new accounting approaches to improve reporting,
and to change the account presentation for operating expense accounts
to simplify retrieving account text details. The proposed effective
date of the revisions is 1/1/85. Comments must be submitted by 7/30/84.
For additional information, contact Scott Decker at 202/275-7544.
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SECURITIES AND EXCHANGE COMMISSION
Aulana L. Peters was sworn in as the 64th Member of the Commission on 6/11/84
(SEC BIO release 6/84). She fills the seat vacated when Bevis Longstreth
resigned 1/13/84. Until her appointment, Mrs. Peters was a partner with
the Los Angeles law firm of Gibson, Dunn & Crutcher, where she specialized
in business and commercial litigation with emphasis on the areas of
securities and unfair competition. Mrs. Peters earned a J.D. from the
University of California Law Center in 1973 and a B.A. in philosophy from
the College of New Rochelle in 1963. Her term expires 6/5/89. For addi
tional information contact the SEC's Office of Public Affairs at 202/272-2650.
Withdrawal of a proposed rule that would exempt from the FOIA documents gathered
in Commission enforcement activities will be considered at an SEC open
meeting on 6/21/84 (SEC News 6/14/84). Proposed on 2/27/84, proposed Rule
24a-l, if adopted, would define for purposes of section 24(a) of the Securi
ties Exchange Act records "obtained by the Commission." The proposal, ac
cording to the Commission, was made to address the concern that the risk
of FOIA disclosure has tended to chill cooperation with the Commission in
its enforcement activities (see the 2/20/84 Wash. Rpt.). Consideration of
the proposed rule ’s withdrawal, according to the SEC, is based upon the
Commission ’s more recent decision to seek a legislative remedy and on
Comments received on the rule proposal. Also considered at the meeting
will be whether to issue a release soliciting Comments on various concepts
and proposals surrounding two-tier pricing in tender offers and open market
or privately negotiated purchase programs. The meeting will be held at
10 a.m. in Room IC30, 450 Fifth Street, N.W., Washington, D.C. For additional
information contact Bruce Kohn at 202/272-3195.
SPECIAL:

HOUSE COMMITTEE APPROVES AUDIT LIMITATIONS

Statements certified as accurate by enrolled actuaries, banks, and insurance
carriers shall be relied upon by independent qualified public accountants
in their audits of public employee pension plans, according to provisions
in legislation approved by the House C o mmittee on Education and Labor on
6/12/84. Absent any public hearings and in a rush to mark-up, which was
characterized by Senate Labor Committee staff members as "highly irregular,"
H.R. 5143 and H.R. 5144, "Public Employee Pension Plan Reporting and Ac
countability Acts of 1984," were approved despite the objections raised by
Rep. Thomas E. Petri (R-WS) during the session. According to Rep. Petri,
an independent auditor cannot express an opinion on whether financial
statements are presented fairly in conformity with generally accepted ac
counting principles if he is prevented from examining significant elements
of those financial statements. Rep. John N. Erlenbom (R-IL) countered
with a view that "accountants are uncertain as to whether they should or
should not rely on the work of enrolled actuaries." Rep. Petri assured
the Committee members that the accounting profession was clearly opposed
to these provisions which would limit the scope of the audit. Rep. William D.
Ford (D-MI) argued that allowing the auditor to exercise discretion in
this area could result in the auditor refusing to accept the work of the
actuary and substituting information of questionable value. Rep. Petri
responded and argued that approval of these scope limitations would result
in the auditor issuing a qualified opinion, something that would seriously
limit its value. Rep. Petri’s objection, in the form of an amendment to
state that the auditor "may" rely, was defeated by a majority of the Com-
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mittee members in a voice vote. The AICPA has consistently opposed restric
tions on the scope of audits and will oppose the audit provisions of both
bills if they are considered by the full House of Representatives. Similar
provisions do not exist in the various Senate bills dealing with public
pensions. A potential date for floor action on the House bills has not
yet been determined.

SPECIAL:

SENATE COMM ITTEE APPROVES SMALL BUSINESS ENHANCEMENT

S. 2489, the "Small Business Competition Enhancement Act of 1984" was placed
on the Senate calendar, following its approval by the Senate Committee
on Armed Services, according to a 6/11/84 announcement from the Senate
Committee on Small Business. According to Small Business Committee Chairman
Sen. Lowell Weicker, Jr. (R-CN) , the legislation is designed to alleviate
many of the complicated and interrelated obstacles that limit competition
in the federal procurement process.” Sen. Weicker continued to say, "I
applaud the efforts of Sen. Tower and his Committee in addressing this
difficult and overwhelming issue and acting favorably on this bill."
Among the provisions extracted from S. 2489 and amended to the Senate bill,
is one that would require federal agencies to plan for competitive bidding
of future contract requirements and provide incentives for major contractors
to "cooperate in the process."

For additional information, please contact Stephanie McCarthy, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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